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REAL ESTATE ECONOMISTS, APPRAISERS AND COUNSELORS 


HE real estate situation seems to be about the same as it was last 
T month. The barometers show little change from last month, but are up 

from the same month last year. April, May, and June last year were the 
low months in real estate activity. Therefore, the indicators this year are 
working against the exceptional lows of last year. 


Real estate activity, based on the number of voluntary transfers per 10,000 
families, has risen above the normal by our revised index. The index was re- 
vised in order to make a better seasonal adjustment, and the revisions have 
been carried back to 1951 on the real estate activity chart on page 289. The 
surveys made in order to compute real estate activity now include 105 cities. 
It will be noticed in the Real Estate Trends for May that real estate activity 
was below the normal for the last seven months, while the revised chart shows 
real estate activity to be above the normal for all but one of the last seven 
months. 


The preliminary figure for the number of nonfarm real estate transfers for 
May is up from April and about 24 percent greater than for May of last year. 
The figures of the number of transfers from the table on the next page are not 
adjusted for seasonal variations or for increases in the number of families. 


Our selling price index shows the variation in the sales price of a single- 
family residence which has been well maintained with no major additions, and 
which has been sold at least once before. It represents the changing value of a 
residence in a stable community, where there have been no major changes in 
land use, such as the infiltration of different economic or racial groups, or 
the change from residential to commercial use. This index shows little change 
from last month, but it shows an increase of 2.9 percent over the same month 
last year. The reason that there is so little increase in the sales price over 
last year in comparison with our other indicators, is that the sales price held 
up exceptionally well during the lows of real estate activity last year. 


Other signs of the upward movement of real estate activity in the last year 
are as follows: 


The number of new nonfarm dwelling units per 1,000 families has increased 
(cont. on page 292) 
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NUMBER OF NONFARM REAL ESTATE TRANSFERS 
1955 1956 1957 1958 


January 361,500 357,100 354, 300 319,100 
February 340, 200 351,750 318, 000 290, 300 
March 423, 800 392,100 346, 600 312,500 
April 408,500 395, 600 380, 900 334, 800 
May 435,500 437, 700 401, 200 358, 500 
June 472,400 432,100 370, 200 365,900 
July 438,900 432,700 414,600 416,100 
August 486,500 460,700 412,600 399, 000 
September 457, 200 384, 800 370,000 406, 100 
October 428,600 435,600 403 , 600 460, 300* 
November 407,500 380, 800 328, 800 360, 700* 
December 386, 500 329, 800 318,600 393, 000* 
Total 5,047,100 4,790,750 4,419,400 4,416, 300* 








First 5-month 
comparison 1,969,500 1,934, 250 1,801, 000 1,615, 200 1, 961, 700* 





*Preliminary. 
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PROBABLE SELLING PRICE PROBABLE SELLING PRICE 
TREND IN OF A HOUSE THAT SOLD FOR TREND IN OF A HOUSE THAT SOLD FOR 
DATE SELLING PRICE $12,000 IN 1947-49 PERIOD DATE SELLING PRICE $12,000 IN 1947-49 PERIOD 


1947-49 100.0 $12, 000 Jan. °58 125.5 $15, 060 
1913 40.1 4,812 Mar. "58 126.1 15,130 
1918 34.1 4,092 June °58 126.6 15,190 





Mar. *% 73.9 8, 868 Sept. °58 127.3 15, 275 

May 34.8 4,176 Oct. °58 127.7 15, 325 

Apr. 44.8 5,376 Nov. °58 129.3 15,515 

July °37 40.1 4,812 Dec. '58 128.3 15, 395 

42.8 5, 136 

Apr : Jan. 59 128.6 15, 430 

Mar 40.1 4,812 pe 128.9 

ea ma 8 13 800 Feb. °59 15, 470 
- Mar. ’59 129.1 15, 490 

Oct. °53 119.7 14, 360 : — 

Oct. ’ 122.3 14,680 Apr. °59 3 15, 515 


Oct. °5é 125.1 15,010 May ‘59 129.5° 15, 540° 


Oct. °56 121.9 14, 630 
Oct 57 125.3 15, 040 





*Preliminary 
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(cont. from page 287) 
Slightly from the previous month and approximately 27 percent over the same 
month last year. 


Mortgage activity, based on the number of mortgages recorded each month 
per 10,000 families in metropolitan areas, follows roughly the pattern of real 
estate activity. Currently it is little changed from the previous month and is 
about 18 percent higher than for the same month last year. 


Privately financed new nonfarm housing starts (seasonally adjusted annual 
rates) have decreased slightly from the previous month, about 3.6 percent, but 
are still about 28 percent greater than for the same month last year. 


The table on the double-page spread brings you the results of our survey of 
construction costs in 140 cities. To make the figures comparable from city to 
city we have calculated the cost of constructing a standard six-room frame 
house in each of the 140 cities. The cost of this house ranges from a high of 
$21,303 ($12.91 per square foot) in Hoboken, New Jersey, to a low of $14,099 
($8.54 per square foot) in Asheville, North Carolina. From a perusal of the 
table it can be seen that the five cities in the United States with the highest 


construction costs and the five with the lowest construction costs are as fol- 
lows: 


Highest Lowest 


Hoboken, N. J. $21, 303 . Asheville, N. C. $14, 099 
Waterbury, Conn. 21,192 . Durham, N. C. 14, 392 
Springfield, Ill. 20, 725 . Greenville, S. C. 14, 952 
Rockford, Ill. 20, 704 . Winston-Salem, N. C. 15, 106 
Northeastern Area,N.J. 20,614 . Montgomery, Ala. 15, 265 


The costs have been broken down into three components -- material, 
labor, andoverhead. Ascan be seen from a check of the table, most of 
the variance is in labor costs. Material costs among cities in the United 
States range from a high of $9,913 in Moline, Mlinois, to a low of $7,385 in 
Asheville, North Carolina. Labor costs range from a high of $8,016 in Hobo- 
ken, New Jersey, toa low of $3,422 in Durham, North Carolina. The mate- 
rialcosts are weighted heavily by the cost of framing, and this accounts 
for the lower material costs in the southeast part of the United States. In 
making comparisons between regions, the fact that the house we have used for 
the study includes a basement and central heating should be taken into account. 
It is true, however, that the cost of air-conditioning the house will offset the 
cost of central heating. 





Below is a table of interest rates of recorded mortgages. The average 
rate for 12 major cities is 5.690 percent for May, which represents but a 
slight change. The mortgage interest rate continues to remain high because of 
the tightening of the money market. The increased scarcity of loanable funds 
in relation to the demand for them is reflected in the higher interest rates all 
along the lne from the short-term Treasury bills to high-grade corporate 
bonds. 


AVERAGE INTEREST RATE OF RECORDED MORTGAGES 
IN 12 MAJOR CITIES OF THE UNITED STATES 


54 5.187% Jan. °56 5.105% Jan. °58 5.775% 
_°54 5.173 Apr. ’56 5.157 Apr. ’58 5.813 
54 5.089 July °56 5.141 July °58 5.664 
54 5.092 Oct. °56 5.229 Oct. °58 5.631 


755 5.045 Jan. ’57 5.363 Jan. °5S9 5.717 
. 755 5.079 £Apr. ’57 5.507 Mar. ’59 5.714 
755 5.050 July ’57 5.501 Apr. °59 5.706 
755 5.055 Oct. ’57 5.602 May ‘59 5.690 


Average Mortgage Rate 
12 Maior Cities) 





a Mey 
a_i VAl 
WS Government / v¥ 
Long Term t 
ri 
‘ 
IN 
FP reosury Bills 




















The sharp rise in interest rates has not been reflected inthe average 
mortgage interest rate for the 12 major cities. However, traditionally, the 
mortgage interest rate has lagged behind that of other debt instruments. For 
example, on the chart on page 293 the peak occurred in February 1958, while 
the peak interest rates for the other debt instruments occurred during the last 
quarter of 1957. The reason for this is that mortgage commitments are ar- 
ranged in advance, and our series is made up of the recorded mortgage rates. 


The more attractive investments have made it difficult to get money for 
the VA-guaranteed loans because of the ceiling of 4.75 percent on the interest 
rates on VA loans. This ceiling may be raised by the time this bulletin is re- 
ceived unless the President vetoes the recent legislation approved by Congress 
to increase the ceiling to 5.25 percent. It is because of the additional amount 
of $100 million to be made available for direct VA loans that the President 
may veto this bill. 











